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Five-Year Review 


Summary of Operations 




Year Ended December 31 

(in thousands of dollars) 

1977 

1976 

1975 

1974 

1973 

Net Sales 

$567,992 

$518,472 

$480,482 

$475,775 

$435,758 

Cost of Sales 

452,380 

407,281 

375,457 

367,434 

341,229 

Interest Expense, Net 

12,286 

10,162 

10,621 

14,096 

9,561 

Provision for Taxes on Income 

10,280 

12,480 

11,420 

11,120 

9,555 

Net Income 

11,530 

13,126 

12,190 

11,195 

10,192 

Net Income Available to Common Shares 

9,815 

11,406 

10,506 

9,625 

8,506 

Earnings Per Common Share 

$ 1.60 

$ 1.75 

$ 1.61 

$ 1.45 

$ 1.25 

Earnings Per Common Share (fully diluted) 

1.53 

1.67 

1.54 

1.42 

1.24 

Cash Dividends Per Common Share 

.40 

.26 

.21 

.20 

.17 

Net Tangible Book Value Per Common Share 

$ 13.25 

$ 12.13 

$ 9.60 

$ 8.28 

$ 7.19 

Financial and Other Data 

Total Assets 

$376,492 

$312,214 

$300,197 

$309,934 

$284,002 

Net Property, Plant and Equipment 

90,205 

68,490 

64,644 

59,242 

53,677 

Net Working Capital 

147,804 

161,016 

153,003 

149,043 

116,684 

Shareholders’ Equity 

$126,518 

$124,143 

$115,521 

$104,985 

$ 97,033 

Common Shares Outstanding 

5,900,944 

6,383,934 

6,488,886 

6,493,871 

6,580,249 

Holders of Common Shares 

19,726 

21,653 

23,633 

24,690 

24,479 

Number of Employees 

17,739 

17,795 

17,340 

17,380 

16,300 


Stock Transfer Agent 

The First National Bank of Boston 

100 Federal Street 

Boston, Massachusetts 02102 

Registrar 

The First National Bank of Boston 

100 Federal Street 

Boston, Massachusetts 02102 


Trustees for 
Debentures 

Manufacturers Hanover Trust Co. 
(9%%) 

40 Wall Street 

New York, New York 10015 

Mellon Bank N.A. (4%%) 

Mellon Square, Pittsburgh, Pa. 
15230 


Listing of Securities 

Common Shares—New York Stock 
Exchange, Pacific Coast Stock 
Exchange, Midwest Stock 
Exchange 

4%% Convertible Debentures—New 
York Stock Exchange, Pacific 
Coast Stock Exchange 
9%% Senior Sinking Fund Notes— 
New York Stock Exchange, Pacific 
Coast Stock Exchange 

Warrants—Midwest Stock 
Exchange, Pacific Coast Stock 
Exchange 

Third Series Preference Shares 
($.40) are quoted in the national 
OTC list as supplied daily through 
NASDAQ. 
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“Wo are confident about the immediate 
future and very positive about long-term 
prospects.” 



Dear Shareholder: 

We feel that 1977 was a year with much more positive progress evident inside the 
company than was visible to the outside world. 

Earnings, of course, were a disappointment. After six successive years of increas¬ 
ing net income, profits were down in 1977 largely as the result of a very lengthy 
strike and the costs associated with relocating and consolidating several of our 
divisions. Together, these reduced earnings approximately 50 cents per share. 

Some of the more positive developments were as follows: 

1) We again substantially increased the quarterly dividend to shareholders, raising 
it 43 percent to 10 cents from seven cents per common share. This was the sixth 
raise in six years. 

2) We have gone through this last severe recession with a strong commitment to 
prepare for the future by upgrading and modernizing our plants and equipment. In 
the last five years we’ve spent roughly $80 million in this area; in 1977 alone we 
invested about $30 million, or three times our normal depreciation. This is an 
aggressive posture for a down year and a down economic period and is an indication 
of the great faith we have in our future. 

3) We have continued to improve the shareholder’s leverage by reducing our capital¬ 
ization. For the past several years we have been reducing the number of common 
shares outstanding through open-market purchases of our stock. Last year’s highly 
successful exchange offer brought in roughly an additional 500,000 shares. As a 
result, we feel the shareholder is better positioned to benefit by any future earnings 
growth as our sales per common share near the $100 mark. 

4) We continued to strengthen management at both corporate and division levels. 
Most people fail to recognize that a company with our growth record from such a low 
base must put much effort into this area. 

5) We made an excellent acquisition with the purchase of Rusco Electronic Systems, 
a leader in the field of card-access control systems. This fits well into our security 
area and we expect future expansion as its technology is adapted to a wide¬ 
spread variety of functions. 

6) We also made two small but helpful acquisitions for two of our industrial areas. 

7) We made the decision to enter a new market—radio and TV—and initiated 
negotiations for acquiring our first broadcast property. 

8) Our divisions and groups continued to increase towards the median sizes we feel 
are optimum for their long-term growth, stability, and depth of management 
expertise. 
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9) We continued to develop international business. A growing percentage of our 
revenues now come from overseas. Counting direct exports and overseas sales, we 
derived $76 million—or about 14 percent—of 1977 revenues from international 
operations. Eventually, we expect overseas business to account for up to 25 percent 
of total revenues. 

10) We received better performance from the bulk of the company’s divisions. During 
1977 the great majority of our profit centers met or exceeded their budgets. The 
downturn in other divisions was largely the result of deliberate management 
decisions to incur temporary expenses in favor of longer term objectives. 

11) We managed to produce one of the best years in A-T-O’s history despite strikes 
and relocations. While labor relations for such a diverse company as ours are 
generally quite good, the several strikes we have had over the last two years have 
given great impetus to our economic analysis, consolidation and relocation programs. 

12) As we enter 1978, our financial position is sound. Our current ratio stands at a 
respectable 2.4 to one and net working capital of $148 million exceeds long-term 
debt by $31 million. Net tangible book value amounts to $13.25 per common share. 

The Outlook 

In all of our operations, the emphasis continues to be on reducing the amount of 
working capital required to support each dollar of sales. We finished 1977 with our 
inventories and receivables too high. These excesses will be corrected in 1978 and 
should generate the capital for internal growth in the forthcoming year. 

As I look at the company today I am more encouraged than I’ve been for eight years. 
The bulk of our operations are healthy and growing and a number of formerly 
sick operations are showing real progress toward a good recovery. Currently, our 
major problems are isolated, relatively few, and can now be attacked in a concen¬ 
trated manner. 

As a corporation we have always had an excellent growth rate and for the last eight 
years, the great majority of this growth has been internally generated. Our divisions 
are well positioned in growth markets. We have a first-rate, experienced management 
team in place, excellent operating controls, a sound financial structure, and the 
forecast of favorable business conditions. 

For all these reasons we are confident about the immediate future of the company 
and very positive about its long-term prospects. 


Respectfully submitted, 



Chairman of the board 
and chief executive officer 










Fire Protection/Safety and Security 


No job in the world is more dangerous than firefighting, none 
more demanding on equipment. 

As the world’s leading integrated manufacturer of fire-protec¬ 
tion apparatus, our 14-year-old company makes virtually 
everything the modern, well-equipped fire service requires: 
world-famous American La France fire engines (a ), Snorkel 
aerial platforms, fire extinguishers, hose and couplings, brass 
goods and breathing equipment. New is the lightweight Scott 
Air-Pak breathing system that has literally taken a load off the 
fireman’s back, (b) 

As the first line of defense in fire protection, “Automatic” 
sprinklers (c) are being installed wherever fire poses hazards to 
people and property. In high-rises. In factories and commercial 
buildings. On off-shore drilling rigs. In the magazines of naval 
vessels. In nursing homes and in nightclubs. Their safety record 
is outstanding. There has never been a multifatality fire in a 
building protected by an operating sprinkler system. 

For the home, A-T-0 provides a range of protective equipment, 
including American LaFrance and Badger multipurpose fire 
extinguishers, (cG and American LaFrance Life Ladder fire 
escapes and smoke detectors. In recent tests of leading extin¬ 
guishers conducted by Consumer's Guide , the American 
LaFrance multipurpose model was judged best on the basis 
of household safety and speed of operation. 

For restaurants, cafeterias, and fast-food facilities, Range 
Guard kitchen fire-extinguishing systems, which chemically 
convert burning grease into a detergent foam, provide an effec¬ 
tive new form of protection for food-preparation areas. 

Crime is one of the most critical problems facing business today. 
Thefts and crimes cost U.S. industry more than $30 billion in 
1976, a sharp 11 percent increase over the previous year. 

Advance Security has continued to expand its services to meet 
the need. It is now the nation’s seventh largest security com¬ 
pany. Smartly uniformed Advance guards are familiar sights at 
factories, airports, government installations, and other 
locations.^ 

A new dimension was added in 1977 to A-T-O’s safety-security 
capabilities with the purchase of Rusco Electronic Systems, 
which specializes in sophisticated electronic access control and 
monitoring systems for business, industry, and government. 
Rusco equipment is in wide use in military installations, data 
centers, factories and office buildings, apartment buildings, 
hospitals, parking lots, and other areas where it is important to 
restrict access .(f) 

Professional and volunteer firefighters have depended on 
American LaFrance for more than a century . (opposite page) 



















Consumer/Recreation 


Wherever sports are played, professionally or just for fun, the 
products of our 14-year-old company are very likely to be an 
integral part of the game. 

In Yankee Stadium, where four consecutive homers blasted off 
the barrel of Reggie Jackson's Adirondack bat and 14 of the 18 
starters in each 1977 World Series game took the field with 
Rawlings gloves. No one who watched it will ever forget the 
fence-crashing catch by Lou Pinella./a/ 

In both major leagues, more players use Rawlings gloves than 
all other brands combined and our Adirondack bats, distin¬ 
guished by the color band trademark on the handle, are the pick 
of more and more professional hitters. And both big leagues 
and minor leagues use the Rawlings baseball. It's the official ball 
for both the National and American leagues. 

At Forest Hills and Wimbledon where the world's top tennis 
players dressed like kings and queens (b) in Fred Perry laurel- 
wreath sportswear and served aces with Rawlings “Tie Breaker" 
rackets. 

In the Forum at Philadelphia, where Bernie Parent and the 
feisty Philadelphia Flyers fought their way to fame and victory 
with Sher-Wood hockey sticks made by our Canadian subsidi¬ 
ary, (c,) Sher-Wood sticks are the choice of hockey professionals 
on both sides of the border. 

On the fairways at Augusta, where Toney Penna golf balls and 
clubs help Master golfers like Lee Trevino—a member of the 
Rawlings advisory staff—drive for distance and putt for 
profit, (d) 

In Pasadena, at the Rose Bowl, where Rawlings footballs, pro¬ 
tective pads and equipment have long been part of the Tourna¬ 
ment of Roses, and most other college bowls. 

On sandlots and in superbowls. In gymnasiums. On diamonds 
and gridirons. On campuses. On the links or in ice rinks. In 
soccer stadia, (e) In racquet clubs and municipal recreation 
centers. On basketball, tennis and volleyball courts. 

Whatever the sport, top pros like Lee Trevino, Reggie Jackson, 
Billy Martin, Manuel Orantes, Tony Dorsett and Bert Jones 
demand the best—and get it from Rawlings and other divisions 
of A-T-O's consumer/recreation group. 

Other products sold by the group include the “Compact" vac¬ 
uum cleaner, distributed nationally by Interstate Engineering 
through a network of independent dealers./// Interstate Engi¬ 
neering is also a leading marketer of residential smoke and 
heat detectors. Over three million of its UL-approved “Van¬ 
guard" heat detectors have been sold and installed in American 
homes—more than all other brands combined. 

Professional football players throughout the NFL wear Rawlings 
protective equipment. (opposite page) 





















Material Handling and Food Products Machinery 


Where efficiency is essential to reduce unit costs, manufacturers 
are turning to labor-saving equipment to sort, sift, lift, load, fill, 
cap, convey, and label the goods they ship to market. 

A-T-0 products help keep things moving. In breweries and 
bottling plants. In warehouses and transportation terminals. At 
airports. In mail-order firms and food-processing plants. At 
assembly plants. In canneries and catalog centers. 

Geo. J. Meyer Manufacturing is the world's largest producer of 
automatic high-speed bottling equipment. Its products are in 
use in soft-drink companies and breweries in the U.S. and 80 
other countries throughout the world, (a) Its international sales 
organization serves customers from manufacturing operations 
in Brazil, Mexico and the United Kingdom. 

Logan division's long-established reputation for engineering 
excellence has placed it in the forefront of the material-handling 
industry. Located in a modern new manufacturing facility, the 
division designs, builds, and installs custom-engineered con¬ 
veyors^ and automated sorting systems. During 1977, the 
division expanded its line to include enclosed track conveyors. 

In addition to a standard conveyor line that is one of the finest 
in the industry, the Logan division now makes custom roller, (c) 
belt, and overhead trolley conveyors and unit-handling devices. 
It is the largest supplier of automated computer-controlled 
sortation equipment for large mail-order firms like Sears and 
J. C. Penney. High-speed Logan systems can process up to 
20,000 parcels an hour and sort them into more than 600 orders. 
Logan labor-saving equipment is also in operation in post offices, 
at supply depots and in the airline industry. The division also 
produces Colonel Logan ornamental iron products/cU wire 
partitions, steel folding gates and spiral stairs. 

Consolidated Packaging Machinery specializes in the develop¬ 
ment and sale of high-speed capping and sealing equipment. 

It is a prominent supplier of automated machinery for sealing 
containers with screw-type caps used in the drug, chemical, and 
specialized-food industries, (e) 

Snorkelift business is literally booming. Excellent progress has 
been made in building a dealer organization and a strong market 
position for the division's recently introduced Powered Mobile 
Platform and truck-mounted aerial work platforms, (f) The 
same experience and engineering know-how that made the name 
Snorkel world famous in firefighting has gone into the Snorke¬ 
lift series of industrial work platforms. A major new product 
development, Snorkelift labor-saving equipment has won out¬ 
standing initial acceptance among buyers of construction, 
industrial, and maintenance equipment. 


a 


b 


c 


d 


e 


Professional brewers and beverage bottlers around the world use 
Geo. J. Meyer high-speed equipment. (opposite page) 
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Where ruggedness and reliability count, on the surface and 
under it, A-T-0 equipment has earned a reputation as the pick 
of the pro. 

With domestic oil and gas reserves dwindling and dependence 
growing on foreign sources of fossil fuels to power American 
industry and heat our homes, the nation once again is turning to 
Old King Coal as a major supplier of its energy needs. 

The Kersey division of our 14-year-old company—a pioneer in 
the development of low-profile mining equipment( a) and a 
major supplier to the coal industry of battery-powered person¬ 
nel carriers, tractors, trailers, and other vehicles, should benefit 
strongly by the national effort to increase coal production 50 
percent in the next eight years. 

Topside, the divisions of the A-T-0 Construction Equipment 
Division are making the grade as leading suppliers to the con¬ 
struction industry. A major redesign of equipment produced 
by Huber—a name that dates back more than a century—has 
been undertaken to strengthen the division's position in the 
market for rollers, graders, (b) maintainers, seal-coat applicators 
and other construction machinery. 

T. L. Smith's position as one of the leading producers of quality 
high-speed til ter concrete mixers and truck-mounted concrete 
mixers is well established in the industry, (c) 

Scott truck-mounted heavy-duty hydraulic cranes (d) are the 
third element of the newly formed A-T-0 Construction Equip¬ 
ment Division. The three divisions have been consolidated into 
a modem 277,000-square-foot facility in Charleston, S.C. 

The transfer of these operations from inland locations to an 
area with seaport access also improves our ability to expand 
overseas markets for products of the A-T-0 Construction 
Equipment Division. 

Essick Manufacturing is another construction-related division. 

A leading producer of mixers and pumps for applying concrete, 
mortar, plaster and fire-proofing materials, Essick also manu¬ 
factures vibrating and static road rollers. 

The Safway Steel Products division/ e) whose major business 
is the sale and rental of steel scaffolding and concrete shoring for 
the building trade is in a position to benefit by a predicted 
pickup in commercial construction activity. Other products of 
this division, which has consistently been a strong performer, 
include swing stages, hockey dashers, and portable bleacher 
seats for use in parades and other public events where 
temporary seating is required. 

Tiffin Metal Products fabricates steel cabs for heavy-equipment 
vehicles (/) and makes school lockers, coin lockers, and metal 
advertising signs. 


Miners rely on battery-powered Kersey equipment to move coal 
and equipment in underground mines. (opposite page) 
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Fluid Power and Hydraulics 


Fluid power is the lifeblood of the production process. Surging 
through intricate mazes of pipe it cools, controls, fuels, and 
drives the wheels of industry. 

Specialization in the design, engineering, and manufacture of 
systems and related equipment for measuring, controlling, and 
transmitting fluid power is the keynote of A-T-0 divisions in 
this group. Products manufactured range in size and sophistica¬ 
tion from small pipe hanger clamps and hydronic heating 
valves to giant hydraulic cylinders for missile-servicing plat¬ 
forms and launch pads. 

Ward Hydraulics is a major producer of hydraulic cylinders, (a) 
valves, controls/ b) bearings and related components which 
are used primarily for the mobile equipment segment of the 
industry. 

A growing market exists for hydraulic products wherever men 
depend on machinery to swing, dig, dump, scoop, load, level, or 
lift. In logging camps and construction sites. In open-pit copper 
mines and deep-pit coal mines. In the forest and in factories. 

During 1977 the division relocated its manufacturing facilities, 
moving into a larger plant and combining under one roof op¬ 
erations that were previously conducted in two locations. 

The acquisition in December of a small but highly regarded 
producer of heavy-duty hydraulic pumps further expands the 
group's line of fluid-power equipment and provides a good base 
line for continued growth in the more profitable segments of 
the hydraulics business. 

Fee & Mason division, now one of the nation's five major manu¬ 
facturers of pipe hangers, makes custom-designed and standard 
hangers for power-generating plants, (c) processing plants, and 
construction and industrial applications. Indicative of its 
engineering ability, the division was called on to provide the 
hanger system used to mate the orbiter of the space shuttle to a 
Boeing 747 during flight tests of the spacecraft. 

Chatleff Controls supplies valves for air conditioning and refrig¬ 
eration equipment. General Fittings produces pressurized water 
tanks (d) and valves (e) for residential hydronic heating sys¬ 
tems, heat exchangers, and sheath-type electric heaters. 
Acceptance is growing among builders and homeowners for its 
Well Pak tank >(f) a superior residential water tank pressurized 
by a flexible diaphragm. 

Continued expansion is foreseen for this group due to worldwide 
demand for fluid systems and components. Growth is antici¬ 
pated both here and abroad as the result of industry's need to 
replace and upgrade existing manufacturing plants. 


a 


b 


c 


d 


e 


Engineers increasingly specify fluid controls and hydraulic 
equipment produced by A-T-0 divisions. (opposite page) 
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Electrical and Electronics 


The world's biggest and toughest customer by far is the United 
States government. A-T-O's ability to satisfy exacting contract 
specifications has made our 14-year-old company one of the 
nation's 100 largest defense suppliers. 

Virtually all major divisions of A-T-0 are involved in some way 
in government procurement. Rusco equipment is installed in 
computer centers and military establishments. Advance Secu¬ 
rity guards stand watch at the Tonapah missile range. Scott 
Aviation provides emergency breathing apparatus for fighter 
pilots forced to eject at high altitudes. Ultra-High Contrast 
filters for cathode-ray tube displays by Hartman Systems im¬ 
prove the visibility of cockpit instrumentation systems for 
the pilots of A-10 and other military aircraft, (a) Contactors 
made by Hartman Electrical are used in nearly every civilian 
and military aircraft in the Free World. Five divisions of A-T-0 
are now involved in NASA's space shuttle, (b) 

Largest of the A-T-0 defense-related divisions is Interstate 
Electronics, which for more than 12 years has been prime con¬ 
tractor for instrumentation systems for the Polaris missile, 
a responsibility it has been picked to continue on the Trident 
program, (c) 

As a result of its expertise in electronics, the division was 
selected to build the environmental monitoring system for the 
world's largest semi-submersible offshore drilling platform ( d) 
and has been awarded EPA contracts for pollution, beach- 
erosion, and other high-technology marine study programs. 

Another example of the successful transfer of military technol¬ 
ogy to the civilian sector is Interstate's penetration of the 
commercial market for voice-data entry products. Such systems 
convert words to digital commands, allowing people to control 
mechanical systems by oral instruction to a computer. One of 
our systems is now in use in the oil industry, (e) It enables geo¬ 
physicists—faced with complex computer entry codings for 
thousands of types of oil-exploration data—to communicate 
directly in natural language with a computer. This reduces data- 
processing costs and frees the scientists to concentrate on their 
primary function, the interpretation of geophysical data. 

Hartman Systems, likewise, is applying its technology to com¬ 
mercial markets. For use by hotels, motels, hospitals, and 
businesses, it has developed a sophisticated computer-aided 
telephone management system which automatically logs and 
prints out the time, origin, destination, duration, and charge for 
local and long-distance calls, (f) The system simplifies billing 
procedures and provides the basis for significant savings to users 
through better management of communications. 


a 


b 


c 


d 


e 



Professional test pilots and astronauts put great faith in elec¬ 
tronic equipment developed by A-T-0 divisions . (opposite page) 
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Consolidated Balance Sheets 


A-T-0 Inc. and Subsidiaries 


December 31, 1977 and 1976 (in thousands of dollars) 

1977 

1976 

Assets 

Current Assets: 

Cash 

$ 9,229 

$ 8,762 

Accounts and notes receivable, less allowance for 
uncollectible accounts of $3,139 in 1977 and $2,516 
in 1976 (Notes 1 and 14) 

106,741 

93,249 

Inventories, net of progress payments of $13,935 in 

1977 and $15,182 in 1976 (Notes 1 and 15) 

137,092 

111,720 

Prepaid expenses 

3,183 

3,135 

Total current assets 

$256,245 

$216,866 


Property, Plant and Equipment, at cost 
(Notes 1, 2, 11, 15 and 16): 


Land and land improvements 

$ 8,575 

$ 4,223 

Buildings and leasehold improvements 

44,002 

34,668 

Machinery and equipment 

76,264 

63,915 

Furniture and fixtures 

7,300 

6,860 

Transportation equipment 

4,168 

3,016 

Rental equipment 

13,327 

12,846 

Construction in progress 

1,893 

2,074 


$155,529 

$127,602 

Less—Accumulated depreciation and amortization 

69,830 

63,643 


$ 85,699 

$ 63,959 

Leased property under capital leases less accumulated 
amortization of $1,537 in 1977 and $1,343 in 1976 

4,506 

4,531 


$ 90,205 

$ 68,490 


Other Assets: 


Noncurrent accounts and notes receivable 

$ 8,485 

$ 7,334 

Investments, at cost 

2,490 

2,258 

Patents, at cost, less accumulated amortization 

1,738 

1,323 

Cost in excess of net assets of purchased businesses (Notes 1 and 10) 

9,609 

9,187 

Other 

7,720 

6,756 


$ 30,042 

$ 26,858 


$376,492 

$312,214 


The accompanying Notes to Consolidated Financial Statements are an 
integral part of these balance sheets. 
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A-T-0 Inc. and Subsidiaries 


December 31, 1977 and 1976 (in thousands of dollars) 

1977 

1976 

Liabilities and Shareholders’ Equity 

Current Liabilities: 

Notes payable (Note 2) 

$ 16,825 

$ 1,892 

Current maturities of long-term debt (Note 2) 

17,633 

1,594 

Obligations under capital leases (Notes 2, 11 and 16) 

431 

369 

Accounts payable 

33,316 

24,996 

Dividends payable 

436 

430 

Accrued salaries and wages 

10,466 

10,231 

Other accrued expenses 

22,234 

15,138 

Accrued Federal income taxes 

7,100 

1,200 

Total current liabilities 

$108,441 

$ 55,850 


Long-Term Debt (Notes 2, 11 and 16): 


Notes and mortgages payable 

$ 

87,429 

$ 78,716 

Obligations under capital leases 


3,952 

4,058 

4%% Convertible subordinated debentures 


21,397 

23,087 

6% Subordinated debentures 


4,051 

4,204 


$116,829 

$110,065 

Deferred Federal Income Taxes (Note 6) 

$ 

15,830 

$ 14,030 

Other Deferred Liabilities 

$ 

8,493 

$ 7,749 

Minority Interest (Note 1) 

$ 

381 

$ 377 


Commitments and Contingent Liabilities (Note 8) 


Shareholders’ Equity (Notes 2, 4, 5, 11 and 16): 

Serial preference shares, $100 par value 

$ 4,781 

$ 4,831 

Convertible preference shares, $1 par value (liquidation 
preference $32,175 in 1977), stated at 

9,774 

9,256 

Common shares, 10 cents par value 

590 

638 

Capital surplus 

2,029 

1,900 

Retained earnings 

109,344 

107,518 


$126,518 

$124,143 


$376,492 

$312,214 


The accompanying Notes to Consolidated Financial Statements are an 
integral part of these balance sheets. 








































Consolidated Statements of Income 


A-T-0 Inc. and Subsidiaries 


(In thousands of dollars 


For the Years Ended December 31, 1977 and 1976 except per share data) 

1977 

1976 

Net Sales 

$567,992 

$518,472 

Costs and Expenses (Notes 1, 15 and 16): 

Cost of sales 

$452,380 

$407,281 

Selling, general and administrative expenses 

84,859 

77,888 

Interest expense (net of interest capitalized of $170 in 1977 
and $391 in 1976) 

12,286 

10,162 

Interest (income) 

(1,382) 

(996) 

Minority interest 

4 

47 

Other (income), net 

(1,965) 

(1,516) 


$546,182 

$492,866 

Income Before Provision for Taxes on Income 

$ 21,810 

$ 25,606 

Provision for Taxes on Income (Note 6): 



Federal income taxes 

$ 9,060 

$ 11,070 

State income taxes 

1,220 

1,410 


$ 10,280 

$ 12,480 

Net Income 

$ 11,530 

$ 13,126 

Earnings Per Common Share and Common Share Equivalent 

(Note 1) 

$ 1.60 

$ 1.75 

Earnings Per Common Share—Assuming Full Dilution 

(Note 1) 

$ 1.53 

$ 1.67 


Consolidated Statements of Shareholders’ Equity 


For the Years Ended 

December 31, 1977 and 1976 (In thousands of dollars) 

Serial Convertible 
Preference Preference 
Shares Shares 

Common 

Shares 

Capital 

Surplus 

Retained 

Earnings 

Balance, December 31, 1975 

$ 4,850 

$ 9,270 

$ 

649 

$ 1,899 

$ 98,883 

Net income 

— 

— 


— 

— 

13,126 

Dividends declared— 

Serial preference and convertible preference shares 

— 

— 


— 

— 

(1,720) 

Common shares 

— 

— 


— 

— 

(1,682) 

Shares purchased 

(19) 

(15) 


(12) 

(72) 

(1,059) 

Conversion of convertible preference shares, $1 par value — 

(7) 


— 

7 

— 

Shares issued upon exercise of stock options 

— 

— 


1 

74 

— 

Exchange of 1,225 Third Series preference shares 
for common stock of American LaFrance Inc. 







held by previously dissenting minority stock¬ 
holders 

_ 

8 


— 

(8) 

— 

Cumulative prior period adjustment — 

Accounting change (Note 16) 






(30) 

Balance , December 31, 1976 

$ 4,831 

$ 9,256 

$ 

638 

$ 1,900 

$107,518 

Net income 

— 

— 


— 

— 

11,530 

Dividends declared — 

Serial preference and convertible preference shares 

— 

— 


— 

— 

(1,715) 

Common shares 

— 

— 


— 

— 

(2,411) 

Shares purchased 

(50) 

(108) 


(51) 

(143) 

(5,576) 

Conversion of convertible preference shares, $1 par value — 

(2) 


— 

2 

— 

Shares issued in connection with acquisitions 

— 

628 


2 

197 

(2) 

Shares issued upon exercise of stock options 

— 

— 


1 

73 

— 

Balance, December 31, 1977 

$ 4,781 

$ 9,774 

$ 

590 

$ 2,029 

$109,344 


The accompanying Notes to Consolidated Financial Statements are an 
integral part of these statements. 
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Consolidated Statements of Changes in Financial Position 


A-T-0 Inc. and Subsidiaries 


For the Years Ended December 31, 1977 and 1976 (In thousands of dollars) 

1977 

1976 

Source of Funds: 

Net income 

$ 11,530 

$ 13,126 

Items not requiring outlay of 
working capital in the current period— 

Depreciation and amortization 

10,646 

8,879 

Increase in deferred taxes 

1,800 

7,400 

Increase in other deferred liabilities 

744 

1,818 

Funds provided from operations 

$ 24,720 

$ 31,223 

Working capital acquired from companies purchased 

4,259 

1,708 

Funds provided from additional long-term borrowings 

26,048 

2,268 

Issued convertible preference shares 

825 

— 

Other, net 

(280) 

149 

Total funds provided 

$ 55,572 

$ 35,348 

Application of Funds: 

Purchase of property, plant and equipment, net of retirements 

$ 27,976 

$ 11,012 

Cash dividends declared 

4,126 

3,402 

Decrease in long-term debt 

19,672 

4,632 

Increase in noncurrent receivables 

1,151 

1,584 

Purchase of capital shares 

5,928 

1.177 

Purchase of businesses 

9,408 

3,522 

Investment in oil and gas joint ventures 

523 

1,036 

Amounts paid in connection with previous acquisitions 

— 

970 

Total funds applied 

$ 68,784 

$ 27,335 

Increase (Decrease) in Working Capital 

$(13,212) 

$ 8,013 

Changes Which Resulted in Working Capital Increase (Decrease): 

Cash 

$ 467 

$ (6,416) 

Accounts receivable 

13,492 

4,265 

Inventories 

25,372 

5,185 

Prepaid expenses 

48 

845 

Notes payable and current maturities 

(31,034) 

6,473 

Accounts payable and accrued expenses 

(21,557) 

(2,339) 

Increase (Decrease) in Working Capital 

$(13,212) 

$ 8,013 


The accompanying Notes to Consolidated Financial Statements are an 
integral part of these statements. 


Auditors’ Report 

To the Board of Directors and Shareholders, A-T-0 Inc.: 

We have examined the consolidated balance sheets of A-T-0 Inc. (an Ohio corporation) and Subsidiaries as 
of December 31,1977 and 1976, and the related consolidated statements of income, shareholders' equity and 
changes in financial position for the years then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated financial statements referred to above present fairly the 
financial position of A-T-0 Inc. and Subsidiaries as of December 31, 1977 and 1976, and the results of their 
operations and the changes in their financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis after giving retroactive effect to the change (with 
which we concur) in the method of accounting for leases as required by Statement of Financial Accounting 
Standards No. 13 and explained in Note 16 of Notes to Consolidated Financial Statements. 


Arthur Andersen & Co. 


Cleveland, Ohio 
February 17,1978 
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Notes to Consolidated Financial Statements 

December 31, 1977 and 1976 

1. Summary of Significant Accounting Policies: 

Principles of Consolidation. The accompanying 
consolidated financial statements include the 
accounts of the Company and its subsidiaries. All 
subsidiaries are wholly owned with the exception of 
a Canadian subsidiary. All material intercompany 
accounts and transactions have been eliminated. 

Inventories and Contracts in Process. Invento¬ 
ries are stated at the lower of cost or market and 
include cost of material, labor and factory overhead. 
Inventories entering into the determination of cost 
of sales are summarized as follows: 



FIFO Cost 

LIFO Cost 

Total 

1977 

$118,005,000 

$ 19,087,000 

$137,092,000 

1976 

91,589,000 

20,131,000 

111,720,000 

1975 

90,270,000 

16,265,000 

106,535,000 


If the first-in, first-out method of inventory account¬ 
ing had been used for all inventories, inventories 
would have been $6,245,000, $5,888,000 and $6,025,- 
000 higher than those reported at December 31, 

1977, 1976 and 1975, respectively. 

It is impractical to segregate inventories into major 
classes due to the nature of the items and the busi¬ 
ness carried on by the Company and its subsidiaries. 

Contracts in process are accounted for on both the 
completed contract and percentage of completion 
methods. Long-term contract costs included in 
inventory and billings included in receivables were 
as follows: 



1977 

1976 

Inventory— 

Production cost 

$ 8,599,000 

$ 8,898,000 

Progress billings, at cost 

(8,337,000) 

(8,881,000) 

Receivables (of which $800,(XX) is 
not expected to be collected within 
the next year) which include 
retainage of $2,564,000 in 1977 
and $2,917,000 in 1976 

10,742,000 

11,363,000 


Property, Plant and Equipment. The policy of 
the Company and its subsidiaries is to provide for 
depreciation of property, plant and equipment, 
including leased property, plant and equipment 
under capital leases meeting the test of ownership, 
generally by the straight-line method at annual 
rates sufficient to amortize the cost of the asset dur 
ing its estimated useful life. The principal rates of 


depreciation are: Buildings 2Vi%\ Machinery and 
Equipment 8 l A%\ Rental Equipment 9%; Leasehold 
Improvements—life of lease. Expenditures for main¬ 
tenance and repairs are charged to income. Addi¬ 
tions and major improvements are capitalized and 
depreciated. 

The policy of the Company is to capitalize leased 
property, plant and equipment not meeting the test 
of ownership but meeting certain capitalization cri¬ 
teria at the present value of the minimum lease 
payments at the beginning of the lease term. Amor¬ 
tization of this property, plant and equipment is by 
the straight-line method over the life of the lease. 

Deferred Debt Discount. The policy of the Com¬ 
pany is to amortize debt discount over the term of 
the related debt. 

Capitalization of Interest. It is the policy of the 
Company to capitalize interest costs during con¬ 
struction. Total interest capitalized was approxi¬ 
mately $170,000 in 1977 and $391,000 in 1976. 

Earnings Per Share. Earnings per common and 
common share equivalent is based upon the 
weighted average number of shares outstanding dur¬ 
ing each year (6,145,622 in 1977 and 6,535,480 in 
1976) after giving effect to those outstanding stock 
options which are dilutive. With respect to such 
options, it has been assumed that the proceeds have 
been used to acquire common shares of the Com¬ 
pany. The earnings per common share, assuming full 
dilution, is based upon the weighted average com¬ 
mon shares outstanding plus the common shares 
issuable upon conversion of securities whose exercise 
or conversion as of January 1 would reduce earnings 
per common and common share equivalent for that 
year. 

Cost in Excess of Net Assets of Purchased Busi¬ 
nesses. The policy of the Company is to amortize 
cost in excess of net assets of purchased businesses 
over a 40-year period. 

Translation of Foreign Currencies. Financial 
statements of foreign subsidiaries are translated into 
United States dollar equivalents as follows: current 
assets, current liabilities and long-term liabilities at 
year-end exchange rates; property, plant and equip¬ 
ment, long-term investments, other long-term assets 
and shareholders’ equity at historical rates prevail¬ 
ing at the dates of transactions; income and expense 
at average rates in effect during the year except that 
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depreciation charges are translated at exchange rates 
in effect when the related assets were acquired. 

Gains and losses from the translation of foreign cur¬ 
rencies into United States dollar equivalents are 
charged to income. During 1977 and 1976, foreign 
currency exchange losses of approximately $310,000 
and $370,000, respectively, were included in other 
income. 

2. Long-Term Debt: 

Long-term debt at December 31, 1977 and 1976 con¬ 
sisted of: 



1977 

1976 

lV/4% Notes payable to insurance 
companies 

$ 50,000,000 $ 50,000,000 

9H% Senior sinking fund notes 

20,000,000 

20,000,000 

Term notes payable to banks 

13,000,000 

— 

4% to 13% Mortgage notes, payable 
in various installments to 2002 

13,073,000 

4,695,000 

Other notes and debt payable 

8,777,000 

5,439,000 

$104,850,000 $ 80,134,000 

Less current maturities 

17,421,000 

1,418,000 

$ 87,429,000 $ 78,716,000 

Obligations under capital leases, 
net of current maturities of 
$431,000 at December 31, 1977 
and $369,000 at December 31, 1976 

$ 3,952,000 $ 

4,058,000 


4tt% Convertible subordinated 
debentures due 1987, net of 
unamortized discount of $205,000 
in 1977 and $247,000 in 1976 and 
current maturities of $176,000 

at December 31, 1976 _ $ 21,397,000 $ 23,087,000 

6% Subordinated debentures due 1988, 
net of unamortized discount of 
$824,000 in 1977 and $904,000 in 
1976 and current maturities of 

$212,000 at December 31, 1977_$ 4,051,000 $ 4,204,000 

In March, 1976, the Company completed the private 
placement with a group of insurance companies of 
$50,000,000 of notes which mature in annual install¬ 
ments from 1978 through 1990. The notes, which 
bear interest at ll l 4%, were used for the repayment 
of debt under the Company’s Bank Credit Agree¬ 
ment. Under certain conditions, the Company may 
make prepayments on any maturity date through 
November 30, 1980, equal to an annual principal 
installment. Anytime after November 30, 1980, the 
Company may prepay the entire principal at a pre¬ 
mium of 11*4% in 1980 and decreasing percentages 
thereafter. The agreement provides, among other 
things, for restrictions on additional borrowings and 


contains normal covenants including those relating 
to the maintenance of working capital and net tan¬ 
gible asset levels, as defined, and provides restric¬ 
tions on the declaration of cash dividends. 

On November 9, 1976, the Company issued 
$20,000,000 principal amount of 9 3 /s% senior sinking 
fund notes due 1986. Proceeds of that offering in the 
amount of $10,000,000 were used for the repayment 
of debt under the Company’s Bank Credit Agree¬ 
ment, and the balance was used principally for 
working capital. Commencing November 15,1983, and 
each year thereafter until maturity, the Company 
is required to pay into a sinking fund $5,000,000 
to retire at par plus accrued interest or through 
open-market purchases a minimum of 25% of the 
principal amount of the notes originally issued. 

While the notes are non-redeemable prior to Novem¬ 
ber 15, 1983, they are subject to optional redemption 
thereafter at 104% of par plus accrued interest, 
declining 2% per year to par in the 10th year. 

The Company’s modified Bank Credit Agreement 
provides for the issuance of seasonal notes and term 
notes up to aggregate amounts not to exceed 
$30,000,000 and $13,000,000, respectively. These notes 
bear interest at the prime rate. The average short¬ 
term borrowings on the seasonal line approximated 
$6,055,000 in 1977 at an annual average effective 
interest rate approximating 6.9%. There were no 
short-term borrowings under this agreement in 1976. 
The Company has agreed to maintain compensating 
balances, which are based on the annual average 
daily collected bank balances, equivalent to 10% of 
the borrowings outstanding on the seasonal and 
term notes, and 10% of the maximum amount of the 
seasonal and term line available, or pay a fee 
on such deficiency computed at 125% over the aver¬ 
age daily prime rate. 

Under the most restrictive loan agreement, consoli¬ 
dated working capital, as defined, must not be less 
than $135,000,000 and current ratio must be at least 
2:1. At December 31, 1977, consolidated working cap¬ 
ital, as defined, was approximately $144,642,000 and 
the current ratio was approximately 2.5:1. In addi¬ 
tion, consolidated retained earnings of approximately 
$4,150,000 in 1977 and $2,600,000 in 1976 were not 
restricted as to the payment of cash dividends. 

The 4%% subordinated debentures are convertible 
into one common share for each $58.50 of principal 
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Notes to Consolidated Financial Statements 


amount and are redeemable at declining premiums 
until maturity. Commencing July 1, 1977, and each 
year thereafter until maturity, the Company is 
required to pay approximately $1,667,000 into a sink¬ 
ing fund. The conversion price of the debentures is 
subject to adjustment under certain circumstances. 

The 6% subordinated debentures are redeemable at 
any time at declining premiums to 1985. The Com¬ 
pany is required to pay approximately $400,000 each 
year into a sinking fund until maturity. 

The principal payments on the long-term debt, 
excluding obligations under capital leases, the W% 
and 6% subordinated debentures, for the years 1978- 
1982, are approximately as follows: 1978 — 
$17,421,000; 1979 — $4,193,000; 1980 — $6,058,000; 
1981 — $7,927,000; 1982 — $5,692,000; thereafter — 
$63,559,000. 

3. Pensions: 

The Company has pension plans covering the major¬ 
ity of its employees. The total pension expense was 
approximately $3,410,000 in 1977 and $3,220,000 in 
1976, and includes, generally, amortization of prior 
service costs over ten years. The Company’s policy is 
to fund the maximum allowable under the Internal 
Revenue Code. At January 1, 1977, the most recent 
actuarial valuation date, the actuarially computed 
value of vested benefits of certain plans exceeded 
pension fund assets by approximately $2,500,000. 

At January 1, 1976, the actuarially computed value 
of vested benefits of certain plans exceeded pension 
fund assets by approximately$3,200,000. 

4. Capital Shares: 


The authorized, issued and outstanding shares of 
each of the Company’s classes of capital shares are 
as follows: 


Out- Out¬ 

standing standing 
Author- Originally DecemberDecember 
ized Issued 31, 1977 31, 1976 

Serial 

preference shares 

123,000 

52.7:52 

47,813 

48,309 

Preference shares, 

$1 par value, 
convertible 

4,000,000 

2,035,795 

1,602,260 

1,521,586 

Common shares 

18,000,000 

7,998,627 

5,900,944 

6,383,934 


The serial preference shares have been issued in 
three series. The First Series, 6% (outstanding 27,104 


shares), are redeemable at the option of the Com¬ 
pany any time, with a declining premium redemp¬ 
tion to 1982. The Second Series, 5% (outstanding 
7,500 shares) and Third Series, 5% (outstanding 
13,209 shares) are redeemable at any time without 
a premium. All of the shares have voting rights. 

The convertible preference shares have been issued 
in four series. All convertible preference shares have 
voting rights and are on a parity with the serial 
preference shares with respect to dividends and liq¬ 
uidation preference. 


Series 

Dividend 

Per Year 

Conversion 

Rate 

Redemption 

Price 

First 

$5.00 

3.81 

$100 

Second 

5.00 

2.96 

100 

Third 

.40 

.4 

10 

Fourth 

1.50 

.737 

30 


The Board of Directors is authorized to amend the 
Articles of Incorporation to create one or more addi¬ 
tional series of serial preference shares and converti¬ 
ble preference shares, to fix or change certain express 
terms of such shares and to issue such shares 
in one or more series. 

Dividends on all series of serial preference and con¬ 
vertible preference shares outstanding are cumula¬ 
tive. 

5. Options, Warrants and Common Shares 
Reserved: 

At December 31, 1977, the Company has outstanding 
stock options which have been granted under two 
plans to officers and key employees for the purchase 
of common shares. 

Under a qualified stock option plan approved by the 
shareholders in 1964, and as subsequently amended, 
400,000 common shares were originally reserved for 
the granting of options at a price equal to the fair 
market value at the date of grant. These options are 
exercisable in five equal annual installments comm¬ 
encing one year from the date of grant. Since April 
1, 1974, no additional options have been granted 
under this plan. 

Under a stock option plan approved by the share¬ 
holders in May, 1974, 300,000 common shares have 
been reserved for the granting of options. This plan 
provides for the granting of (a) options intended to 
qualify as “qualified stock options” under Section 
422 of the Internal Revenue Code, and (b) options 
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which are not intended to qualify under said section 
(“nonqualified options’’). Under this plan, effective 
until March 31, 1984, “qualified option” prices may 
be no less than 100% of the fair market value of the 
shares at the date of grant and shall expire not later 
than five years from the date of grant, and “non¬ 
qualified option” prices may not be less than 85% of 
the fair market value of the shares at the date of 
grant and shall expire not later than ten years after 
the date of grant. 


Changes during the years ended December 31, 1977 
and 1976, in common shares under option are sum¬ 
marized as follows: 



Year Ended Year Ended 

December 31, 1977 December 31, 1976 


1964 

Plan 

1974 

Plan 

Total 

1964 

Plan 

1974 

Plan Total 

Balance, 
beginning 
of period 

124,255 

60,750 

185,005 

174,175 

59,250 233,425 

Options 

granted 

_ 

78,350(1)78,350 


15,000(1) 15,(XX) 

Options 

canceled 

(20,495) 

(13,450) 

(33,945) (43,180) 

(9,250) (52,430) 

Options 

exercised 

(11,670) 


(11,670) 

(6,740) 

(4,250) (10,990) 

Balance, 
end of 
period 

92,090 

125,650 

217,740 

124,255 

60,750 185,005 


(1) All options granted in 1977 and 1976 were qualified. 


During the years ended December 31, 1977 and 1976, 
stock options became exercisable and were exercised 
as follows: 




Option 

Price 

Market Price 



Range 


Range 




Per 


Per 



Shares 

Share Aggregate Share Aggregate 

Exercisable 

1977 

29,468 

$5.50-$ 9.50 

$196,000 

$9.00-$ 10.50 

$254,000 

Exercised 

1977 

11,670 

$6.25-$ 7.88 

$ 75,000 

$8.75-$ 11.63 

$121,(XX) 

Exercisable 

1976 

34,701 

$5.50-$11.25 

$230,000 

$8.13-$ 10.88 

$314,000 

Exercised 

1976 

10,990 

$4.25-$ 7.88 

$ 75,000 

$8.00-$11.13 

$112,(XX) 


At December 31, 1977, options to purchase common 
shares were outstanding at prices ranging from $5.50 
to $10.25. 


Proceeds from options exercised are added to common 
shares, at the par value thereof, and to capital surplus. 


The following table summarizes total common 
shares reserved for possible conversion or issuance at 
December 31, 1977 and 1976. 



1977 

1976 

Preference shares 

1,108,000 

1,077,000 

4Convertible subordinated 
debentures 

369,000 

402,000 

Stock options 

388,000 

420,000 

Warrants to purchase common 
shares on or before October 

15, 1978, at $35 per share 

291,000 

291,000 

Contingent share issuance under 
purchase agreement 


15,000 


2,156,000 

2,205,000 


6. Federal Income Taxes: 

The job development investment tax credit is 
recorded as a reduction of the provision for Federal 
income taxes in the year in which the related prop¬ 
erty is acquired. The Company does not currently 
provide for Federal income taxes on the undistri¬ 
buted earnings of its foreign subsidiaries (which 
amounts are not material in the aggregate) since it 
is the Company’s intention to have the subsidiaries 
utilize such earnings for capital expansion and/or 
debt repayment. The consolidated Federal income 
tax provision in the accompanying consolidated 
statements of income differs from the statutory rate 
as follows: 



1977 

1976 

Income before taxes on income 

$21,810,000 

$25,606,000 

Less—State income taxes 

(1,220,000) 

(1,410,000) 

Add—Minority interest 

4,000 

47,(KX) 

Income before Federal income taxes $20,594,000 

$24,243,000 

Tax provision, at statutory rates 

$10,359,000 

$12,031,000 

Investment tax credit 

(1,300,000) 

(788,000) 

Capital gains 

(68,000) 

(98,(XX)) 

Other, net 

69,000 

(75.0(X)> 

Federal income tax provision 

$ 9,060,000 

$11,070,000 


The provision for Federal income taxes differs from 
amounts currently payable due to certain items 
reported for financial statement purposes in periods 
which differ from those in which they are reported 
for tax purposes. Federal income tax expense is 
made up of the following components: 
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Notes to Consolidated Financial Statements 



1977 

1976 

Taxes currently payable 

$ 7,260,000 

$ 3,670,000 

Deferred taxes— 

Excess of tax over book deprecia¬ 
tion 

$ 864,000 

$ 530,000 

Deferred taxes on Domestic International 


Sales Corporation (DISC) 

192,000 

220,000 

Long-term contract income 

669,000 

5,590,000 

Intangible drilling costs 

372,000 

337,000 

Net (increase) decrease in non-deductible 


accruals and reserves and other 

(297,000) 

723,000 


$ 1,800,000 

$ 7,400,000 

Federal income tax provision 

$ 9,060,000 

$11,070,000 


7. Reclassification of 1976 Amounts: 


Certain amounts for 1976 have been reclassified to 
reflect comparability with account classifications for 
1977. 

8. Commitments and Contingent Liabilities: 

The Company has agreements with various financial 
institutions whereby certain receivables (arising 
principally from sales under long-term installment 
payment contracts) are sold on a limited or full 
recourse basis. At December 31, 1977, the Company 
was contingently liable for approximately $241,000 
under these agreements. 

The Company and certain of its subsidiaries are 
defendants in various lawsuits. In the opinion of 
Company management, the outcome of the litigation 
will not have a material effect on the operations or 
financial position of the Company. 

9. Summarized Quarterly Results of Operations 
(Unaudited): 

The following table sets forth unaudited operating 
results of the Company for the 1977 and the 1976 
quarters ending March 31, June 30, September 30, and 
December 31. The Company believes that all adjust¬ 
ments (consisting of normal recurring accruals) nec¬ 
essary for a fair presentation of the results of such 
interim periods have been included. The results of 
the operations for any interim period are not neces¬ 
sarily indicative of those for an entire fiscal year. 

The results of the operations for the quarter ended 
September 30, 1977 were adversely affected by start¬ 
up problems on plant consolidations and a strike at 
a major manufacturing plant. 


(Thousands, except per share data) 1977 Quarter Ended 



March 31 

June 30 Sept. 30 Dec. 31 

Net sales 

$134,012 

$145,810 

$127,845 $160,325 

Gross profit 

$ 27,580 

$ 32,128 

$ 25,486 $ 30,418 

Net income 

$ 

2,595 

$ 3,525 

$ 1,028 $ 4,382 

Earnings per common 
share and common 
share equivalent 

$ 

.34 

$ .49 

$ .11 $ .66 

Earnings per common 
share assuming 
full dilution 

$ 

.33 

$ .47 

$ .11 $ .60 


(Thousands, except per share data) 1976 Quarter Ended 



March 31 

June 30 Sept. 30 Dec. 31 

Net sales 

■Sl 15,932 

$133,665 

$126,030 $142,845 

Gross profit 

$ 25,417 

$ 28,375 

$ 26,128 $ 31,271 

Net income 

$ 

2,509 

$ 3,509 

$ 2,463 $ 4,645 

Earnings per common 
share and common 
share equivalent 

$ 

.32 

$ .47 

$ .31 $ .65 

Earnings per common 
share assuming 
full dilution 

$ 

.31 

$ .45 

$ .30 $ .59 


10. Acquisitions: 

During 1977 and 1976, the Company acquired sev¬ 
eral businesses for a total purchase consideration of 
$9,408,000 and $3,522,000, respectively. One of the 
businesses acquired in 1977 has an earnout equal to 
21/2 times net income, as defined, for each of the fis¬ 
cal years 1977, 1978 and 1979, not to exceed 
$4,734,000 in the aggregate. The 1977 earnout, paya¬ 
ble in April, 1978, is approximately $1,000,000. These 
acquisitions were recorded as purchases. The differ¬ 
ence between net assets acquired and the purchase 
consideration has been allocated to “cost in excess 
of net assets of purchased businesses”. The results of 
operations of purchased businesses, which are not 
material to consolidated totals, have been included 
in the accompanying consolidated statements of 
income since the date of acquisition. 

In addition, the company is currently negotiating for 
the acquisition of several businesses and/or product 
lines. 
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11. Leased Property Under Capital Leases: 

The Company operates various facilities and equip¬ 
ment which are classified as capital leases. The fol¬ 
lowing is an analysis of this property by major 
classes: 


Asset Balances at 
December 31 

Classes of Property 

1977 

1976 

Manufacturing plants 

$2,850,000 

$3,050,000 

Warehouses 

754,000 

754,000 

Machinery and equipment 

1,021,000 

872,000 

Telephone systems 

607,000 

387,000 

Aircraft 

811,000 

811,( )( X ) 


$6,043,000 

$5,874,000 

Less: Accumulated amortization 

1,537,000 

1,343,000 


$4,506,000 

$4,531,000 

The following is a schedule by years of future mini¬ 
mum lease payments under capital leases together 
with the present value of the net minimum lease 
payments as of December 31, 1977. 

Year Ending 

December 31: 


Lease 

Payments 

1978 


$ 764,000 

1979 


742,000 

1980 


680,000 

1981 


546,000 

1982 


484,000 

Later years 


3,727,000 

Total minimum lease payments 


$6,943,(HX) 

Less: Amount representing interest 


2,560,000 

Present value of net minimum lease 

payments 

$4,383,000 


12. Operating Leases: 

The Company leases various facilities and vehicles 
under operating lease arrangements. In most cases 
management expects that in the normal course of 
business, leases will be renewed or replaced by other 
leases. Total operating lease expense was approxima¬ 
tely $4,666,000 in 1977 and $4,555,000 in 1976. 

The Note Purchase Agreement with insurance com¬ 
panies prohibits annual lease payments on long-term 
leases, as defined, in excess of 2% of consolidated net 
tangible assets, as defined. 

Assets leased by major classification and initial lease 
terms are as follows: 


Initial Lease Term 

(Years) 


Median 

Longest 


Range 

Term 

Manufacturing plants 

5 

10 

Warehouses 

2-5 

21 

Sales Offices/Office Space 

1-5 

12 

Computers/Related Equipment 

1-3 

8 

Office equipment 

3-5 

5 

Automobiles 

3-4 

4 

Trucks 

3-4 

4 


The following is a schedule by years of future mini¬ 
mum rental payments required under operating 
leases that have initial or remaining noncancelable 
lease terms in excess of one year as of December 31, 
1977. 


Lease 

Payments 

1978 

$ 3,759,000 

1979 

2,929,000 

1980 

2,094,000 

1981 

1,105,000 

1982 

642,000 

Later years 

552,000 

Total minimum payments required 

$11,081,000 


13. Business Segment Data: 

The Company’s operations are conducted through 
six business segments. These segments and the 
primary operations of each, are as follows: 

Fire protection products 

Manufacture of fire apparatus, aerial platforms, 
booms, fire extinguishers, fire hose, sprinkler heads, 
valves and alarms. Custom engineer and install 
automatic fire sprinkler systems. 

Construction, mining, material-handling 
machinery and equipment 

Manufacture of motor graders, maintainers, 
pneumatic tire rollers, vibrating rollers, concrete 
mixers, plastering machines, truck-mounted cranes, 
truck-mounted concrete mixers, running gear, 
specially designed unit-handling conveyors, mining 
battery-powered tractors and scoops, scaffolding and 
seating. 
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Notes to Consolidated Financial Statements 


Sporting and athletic goods 

Manufactures baseball gloves, baseballs, baseball 
bats, basketballs, footballs, football protective 
equipment, athletic uniforms, tennis equipment and 
apparel, golf clubs, golf balls, hockey sticks, 
toboggans and caps for tennis and golf. 

Electrical and electronic 

Develops and produces sophisticated 
instrumentation systems, integrated display and 
control systems, card-operated access control 
systems and electrical power switching and solid- 
state controls. 

Food products machinery 

Manufactures packaging, bottling, labeling and high¬ 
speed automatic capping equipment. 

Other products and services 

Includes businesses engaged in security guard, data 
processing and financial services, and businesses 
manufacturing hydraulic cylinders, pipe hangers, 
sheet-metal products, vacuum cleaners, corrugated 
cardboard containers, thermometers, oxygen and air 
breathing systems, safety and first-aid equipment 
and gray, malleable and ductile-iron foundry 
products. 


(In thousands of dollars) 

Year Ended 
December 31 


1977 

1976 

Sales to Unaffiliated Customers: 

Fire protection products 

$151,147 

$135,619 

Construction, mining, material¬ 
handling machinery and equipment 

89,743 

91,201 

Sporting and athletic goods 

80,714 

70,926 

Electrical and electronic 

93,265 

71,597 

Food products machinery 

60,608 

59,124 

Other products and services 

92,515 

90,005 

Total sales to unaffiliated customers 

$567,992 

$518,472 


Intersegment Sales: 


Fire protection products 

$ 289 

$ 196 

Construction, mining, material¬ 
handling machinery and equipment 

370 

217 

Sporting and athletic goods 

145 

— 

Electrical and electronic 

43 

88 

Food products machinery 

3 

— 

Other products and services 

6,608 

4,998 

Total intersegment sales 

$ 7,458 

$ 5,499 


Intersegment sales for goods and services are gener 
ally at current market prices. 


(In thousands of dollars) 

Year Ended 
December 31 


1977 

1976 

Operating Profit: 

Fire protection products 

$ 10,844 

$ 9,437 

Construction, mining, material¬ 
handling machinery and equipment 

2,824 

9,532 

Sporting and athletic goods 

4,980 

3,847 

Electrical and electronic 

9,374 

8,428 

Food products machinery 

3,738 

3,223 

Other products and services 

9,216 

9,194 

Total segment operating profit 

$ 40,976 

$ 43,661 

General corporate expenses 

(8,262) 

(8,889) 

Interest expense 

(12,286) 

(10,162) 

Interest income 

1,382 

996 

Income before provision for taxes 
on income 

$ 21,810 

$ 25,606 


Operating profit is total revenue less operating 
expenses. In computing operating profit for each 
segment, none of the following items have been 
added or deducted: general corporate expenses, 
interest expense, interest income, and Federal and 
state income taxes. 


Identifiable Assets: 

Fire protection products 

$ 84,706 

$ 77,497 

Construction, mining, material¬ 
handling machinery and equipment 

69,473 

54,368 

Sporting and athletic goods 

64,388 

58,094 

Electrical and electronic 

28,231 

15,571 

Food products machinery 

41,206 

33,542 

Other products and services 

77,819 

59,574 

Corporate assets 

10,669 

13,568 

Total identifiable assets 

$376,492 

$.312,214 

Identifiable assets are those assets used in the 
Company’s operations in each segment. Corporate 
assets are principally cash and corporate property. 

Capital Expenditures: 

Fire protection products 

$ 2,097 

$ 2,256 

Construction, mining, material¬ 
handling machinery and equipment 

9,395 

4,350 

Sporting and athletic goods 

1,548 

1,917 

Electrical and electronic 

5,341 

353 

Food products machinery 

2,459 

282 

Other products and services 

7,426 

3,472 

Corporate 

1,932 

211 

Total capital expenditures 

$ 30,198 

$ 12,841 
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(In thousands of dollars) 

Year Ended 
December 31 


1977 

1976 

Depreciation and Amortization: 

Fire protection products 

$ 1,918 

$ 

1.927 

Construction, mining, material¬ 
handling machinery and equipment 

2,816 


2,209 

Sporting and athletic goods 

899 


779 

Electrical and electronic 

945 


418 

Food products machinery 

861 


880 

Other products and services 

2,335 


1,808 

Corporate 

872 


858 

Total depreciation 
and amortization 

$ 10,646 

$ 

8,879 

Major Customers Sales— 

U.S. Government: 

Fire protection products 

$ 3,420 

$ 

4,192 

Construction, mining, material- 
handling machinery and equipment 

2,419 


6,509 

Sporting and athletic goods 

3,980 


4,008 

Electrical and electronic 

77,745 


66,144 

Food products machinery 

— 


— 

Other products and services 

3,661 


4,497 

Total sales to 

U.S. Government 

$ 91,225 

$ 85,350 


Information about foreign operations and export 
sales has been omitted as the applicable 10% signifi¬ 
cance tests have not been met. 


14. Allowance for Uncollectible Accounts: 



1977 

1976 

Balance, beginning of year 

$ 2,516,000 

$ 2,186,000 

Additions— 

Charged to income 

1,862,000 

2,012,000 

Other* 

107,000 

4,000 

Less—Accounts charged off 

(1,346,000) 

(1,686,000) 

Balance, end of year 

$ 3,139,000 

$ 2,516,000 


•These amounts represent the allowances for uncollectible 
accounts of companies acquired in purchase transactions. 

15. Asset Replacement Costs (Unaudited): 

The impacts of inflation on the Company’s produc¬ 
tion costs in 1977 and 1976 were generally greater 
than the corresponding change in the general price- 
level. However, the Company has historically been 
able to compensate for cost increases by increasing 
selling prices and reducing costs through cost 
improvement and expense control programs in an 
amount sufficient to maintain an approximately con¬ 
stant gross profit percentage on sales. 

Replacing items of plant and equipment with assets 
having equivalent productive capacity has usually 
required a substantially greater capital investment 
than was required to purchase the assets which are 
being replaced. The additional capital investment 
principally reflects the cumulative impact of inflation 
on the long-lived nature (approximately 12 years for 
machinery and 40 years for buildings) of these 
assets. 


The Company’s annual report on Form 10-K con¬ 
tains specific information with respect to year-end 
1977 and 1976 replacement cost of inventories and 
productive capacity (generally buildings, machinery 
and equipment), and the approximate effect which 
replacement cost would have had on the computa¬ 
tion of cost of sales and depreciation expense for the 
year. 

16. Accounting Change: 

In 1977 the Company changed the method of 
accounting for leases as required by the Statement 
of Financial Accounting Standards No. 13. State¬ 
ment No. 13 requires long-term noncancelable leases 
meeting certain criteria to be capitalized and shown 
as property, plant and equipment with the cor¬ 
responding obligations under capital leases shown as 
debt. 

The principal amount (90%) of net leased property 
under capitalized leases shown on the balance sheet 
has been reclassified from owned assets. The major 
amount of obligations under capital leases has been 
reclassified from notes and mortgages payable. These 
assets met ownership tests prior to Statement 
No. 13. 

The change to conform to Statement No. 13 reduced 
net income in 1977 by $2,000. The results of opera¬ 
tions and retained earnings have been retroactively 
restated through December 31, 1976 for the insignifi¬ 
cant cumulative effect ($39,000) of this change. The 
prior year restatements had no effect on reported 
earnings per share. 


Trademarks and service marks 

This annual report includes trademarks and service 
marks owned by A-T-0 Inc., its subsidiaries and 
affiliates. The following trademarks and service 
marks are registered in the U.S. Patent and Trade¬ 
mark Office: Adirondack, Advance, Advance Security 
& eagle design, Air-Pak, American LaFrance, “Auto¬ 
matic”, Badger, Big Stick, Blaze Guard, Compact, 
Compact Electra, CPM, Crusader & horse head 
design, Fred Perry & Laurel Wreath design, H & 
design, Huber, IEC, KERSEY & design, Life Ladder, 
Colonel Logan, MVP, P-X, R, Range Guard, Rate of 
Rise, Rawlings, Ring design, Scott, Scott Air-Pak, 
Sher-Wood, Smith, Snorkel, Star & Circle design, Tie 
Breaker, Toney Penna, Tru-Temp, Vanguard, Well- 
Pak. The following are common law marks: Advance 
Security, Badger & flame design, Cardentry, General, 
GF & design, Logan, Omega & design, Parker, 

Rusco, Snorkelift. 

A-T-0 Inc. has rights in the United States to use 
the following trademarks registered in the U.S. Pat¬ 
ent and Trademark Office: Lee Trevino, Sombrero 
design, Super Mex. 
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Major Divisions and Products 


Fire Protection, 

Safety and Security 

Advance Security 

Atlanta, Georgia 30326 
(404) 231-1210 

Security consultation • Uniformed 
security guards • Fire, safety, 
security systems and equipment • 
Industrial and business investigative 
services • Large area protection. 

American LaFrance 

Elmira, New York 14902 
(607) 734-8181 

Custom fire engines, including 
pumpers, ladder trucks and aerial 
platforms • Fire extinguishers • Fire 
hose • Brass goods. 

’’Automatic” Sprinkler 
Corporation of America 

Cleveland, Ohio 44147 
(216) 526-9900 

Sprinkler systems • Special hazards 
fire protection systems • Sprinkler 
heads • Spray nozzles • Control 
valves • Rate of Rise and electric 
detection systems • Electric control 
panels • Alarms • Fabrication, 
inspection and maintenance services 
• Range Guard fire extinguishing 
system. 

Badger-Powhatan 

Charlottesville, Virginia 22906 
(804) 973-4361 

Chemical engines • Portable water, 
C0 2 and dry chemical fire 
extinguishers • Blaze Guard fire hose 
and couplings • Brass products for 
fire protection, industrial and 
municipal applications. 

Rusco Electronic Systems 

Glendale, California 91201 
(213) 240-2540 

Computerized Cardentry access 
controls • Copy machine and fuel- 
control monitoring systems • Time 
and attendance, data collection, 
labor-distribution and food-service 
and parking-control systems • Bank 
and identification cards. 

Scott Aviation 

Lancaster, New York 14086 
(716) 683-5100 

Oxygen and air breathing systems • 
Light aircraft accessories • Solid- 
state oxygen • Gas masks and 
respiratory devices • Gas analyzers 
and alarms • Air pollution detection 
and control equipment • Safety and 
first aid items. 

Snorkel Fire Equipment 

St. Joseph, Missouri 64504 
(816) 238-4501 

Aerial-type water delivery systems 
for firefighting apparatus • 


Articulated and telescopic booms, 
aerial platforms and extendable 
ladders • Snorkelift industrial 
platforms. 

Consumer and 
Recreation Products 

Fred Perry Sportswear Ltd. 

London, England, 01-807-1010 
Fairfield, N.J. 07006 
(201) 227-4981 

Designer, manufacturer and 
worldwide marketer of high-fashion 
tennis clothing and sports apparel. 

Interstate Engineering 

Anaheim, California 92805 
(714) 772-2811 

Vanguard residential fire alarms and 
smoke detectors • Compact home 
vacuum cleaners. 

Oliver Sportsgoods Pty. Ltd. 

Camden Park, S.A., Australia 5038 
294-1777 

Tennis rackets, squash rackets, 
paddle games • Racket stringing 
machines • Badminton equipment. 

Rawlings Golf 

Hebron, Ohio 43025 
(614) 928-8210 

Toney Penna professional quality 
golf clubs and balls • Parker golf 
gloves • Lee Trevino, Sombrero 
design, Super Mex and MVP clubs 
and balls • Omega golf balls. 

Rawlings Sporting Goods 

St. Louis, Missouri 63166 
(314) 241-2900 

Quality line of sports equipment for 
baseball, football, basketball, soccer, 
boxing, badminton, hockey, tennis 
and wrestling • Uniforms, jackets, 
shoes and protective gear • 
Adirondack baseball bats and 
toboggans • Sher-Wood hockey 
sticks. 

Material Handling and 
Food Products Machinery 

Consolidated Packaging 
Machinery 

Buffalo, New York 14213 
(716) 885-0163 . . 

Manufacturer of high-speed 
automatic capping equipment for 
bottles, cans, and other containers. 

Geo. J. Meyer Manufacturing 

Milwaukee, Wisconsin 53110 
(414) 747-6222 

Packaging and bottling systems and 
equipment • Labeling machinery • 
Case palletizers • Rinsing and 
inspection equipment for beverage 
bottling lines. 


Logan 

Louisville, Kentucky 40206 
(502) 587-1361 

Conveyor equipment and material 
handling systems • Wire partitions 
and window guards • Folding gates • 
Spiral stairs • Automated package 
and parcel-sorting systems • Colonel 
Logan ornamental ironwork. 

Mining and 

Construction Equipment 

Essick Manufacturing 

Los Angeles, California 90021 
(213) 629-3341 

Vibrating and deadweight road 
rollers • Plaster, mortar and 
concrete mixers • Material pumps • 
Air compressors • Trailer running 
gear • Brakes and axles. 

A-T-O Construction Equipment 

Charleston, S.C. 29411 
(803) 797-5300 

Road-building and construction 
equipment • Huber motor graders, 
rollers and maintainers • Scott 
hydraulic cranes • T. L. Smith 
truck-mounted turbine and tilter 
concrete mixers. 

Kersey Manufacturing 

Bluefield, Virginia 24605 
(703) 326-1121 

Mining tractors, scoops, trailers, 
personnel carriers and supply cars • 
Battery chargers and indicators. 

Safway Steel Products 

Milwaukee, Wisconsin 53201 
(414) 258-2700 

Steel scaffolding and shoring • 
Portable bleachers • Swing stages • 
Powered mobile platforms. 

Electrical and 
Electronics 

Hartman Electrical 
Manufacturing 

Mansfield, Ohio 44902 
(419) 524-1411 

Electrical power switching and solid- 
state controls • Contactors, relays 
and protective devices. 

Hartman Systems 

Huntington Station, L.I., 

New York 11746 
(516) 427-7500 

Electronic instrumentation • 

Aircraft instruments • Warning tone 
generators • Navigation, display, 
communication and telemetry 
systems. 
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Interstate Electronics 

Anaheim, California 92805 
(714) 772-2811 
Instrumentation systems • 
Computer-based signal processing • 
Function and pulse generators • 
Oceanographic research and 
instrumentation • Environmental 
engineering • Plasma displays • 
Voice-actuated controls. 

Fluid Power 
Fee & Mason 

Manasquan, New Jersey 08736 
(201) 223-3000 

Pipe hangers • Preformed channel 
and framing • Anchoring devices and 
fasteners • Hvdronic heating devices 

• Boiler coils • Pressurized expansion 
tubes and air controls • Fuel oil 
heaters • Residential water tanks. 

Ward Hydraulics 

Newark, Ohio 43055 
(614) 345-9871 

Hydraulic cylinders • Fluid controls 

• Valves, controls and related 


equipment • Gears, splines and 
sprockets • Liquid suspension 
systems for heavy duty off-highway 
construction vehicles. 

International 

Australia 

Fire Fighting Sprinkler Co., Ltd. 
Oliver Sportsgoods Pty. Ltd. 

Belgium 

ASCOA “Automatic” Sprinkler 
Belgium, S.A. 

Brazil 

A-T-0 do Brasil 

Industria e Comercio Ltda. 

Canada 

Auto-Sentry Fire Protection 
Systems Ltd. 

Sherwood-Drolet, Inc. 

Geo. J. Meyer Mfg., Canada, Ltd. 

Germany 

ASCOA “Automatic” Sprinkler 
G.m.b.H. 

Haiti 

Rawlings—Haiti S.A. 


Mexico 

Geo. J. Mever de Mexico S.A. 
de C.V. 

Netherlands 

ASCOA “Automatic” Sprinkler 
Holland B.V. 

Meyer Dumore International B.V. 

New Zealand 

Reliance Fire Fighting 
Equipment Ltd. 

United Kingdom 

Auto-Sentry Fire Protection 
Systems Ltd. 

Fred Perry Sportswear Ltd. 

Meyer Dumore International 

Other Products/Services 

A-T-O Acceptance Corporation 

A-T-O Communications 

A-T-O Properties Inc. 

A-T-O Resources 

A-T-O Systems Management 
Group, Inc. Willoughby, Ohio 


Information About the Company’s Operations in Different Industries 


Year Ended December 31, (in thousands of dollars) 


1977 

1976 

1975 

1974 

1973 

Sales to Unaffiliated Customers: 

Fire protection products 

$151,147 

$135,619 

$126,628 

$129,804 

$110,252 

Construction, mining, material-handling machinery 
and equipment 

89,743 

91,201 

87,306 

88,331 

89,433 

Sporting and athletic goods 

80,714 

70,926 

59,503 

61,375 

51,697 

Electrical and electronic 

93,265 

71,597 

53,715 

41,774 

35,224 

Food products machinery 

60,608 

59,124 

64,726 

57,224 

54,098 

Other products and services 

92,515 

90,005 

88,604 

97,267 

95,054 

Total Sales to Unaffiliated Customers 

$567,992 

$518,472 

$480,482 

$475,775 

$435,758 

Operating Profit: 

Fire protection products 

$ 10,844 

$ 9,437 

$ 7,981 

$ 13,624 

$ 10,991 

Construction, mining, material-handling machinery 
and equipment 

2,824 

9,532 

14,818 

12,817 

10,841 

Sporting and athletic goods 

4,980 

3,847 

2,225 

4,532 

3,802 

Electrical and electronic 

9,374 

8,428 

6,409 

4,559 

4,075 

Food products machinery 

3,738 

3,223 

3,836 

2,596 

2,056 

Other products and services 

9,216 

9,194 

4,977 

5,675 

5,531 

Total segment operating profit 

$ 40,976 

$ 43,661 

$ 40,246 

$ 43,803 

$ 37,296 

General corporate expenses 

(8,262) 

(8,889) 

(6,925) 

(8,174) 

(8,888) 

Interest expense 

(12,286) 

(10,162) 

(10,621) 

(14,096) 

(9,561) 

Interest income 

1,382 

996 

910 

782 

900 

Income before provision for taxes on income 

$ 21,810 

$ 25,606 

$ 23,610 

$ 22,315 

$ 19,747 
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Two-Year Stock Price Summary and Dividend History 


Quarterly High/Low Market or Bid Prices 




Quarterly Dividends 


Common 

1st High 

Low 2nd High 

Low 

3rd High 

Low - 

4th High 

Low 

1st 

2nd 

3rd 

4th 

1977 

10% 

9% 

12% 

9% 

12% 

9% 

9 7 /g 

7% 

$ .10 

$ .10 

$ .10 

$ .10 

1976 

n% 

7% 

11'/* 

7% 

9% 

V/t 

10 

7% 

.06 

.06 

.07 

.07 

Serial Preference 




1st Series 6% 







1977 

48 

48 

48 

48 

48 

48 

50 

48 

1.50 

1.50 

1.50 

1.50 

1976 

48 

48 

50 

48 

50 

48 Vi 

48 

48 

1.50 

1.50 

1.50 

1.50 

2nd Series 5% and 3rd Series 5% 

1977 

• 


• 


• 


• 


1.25 

1.25 

1.25 

1.25 

1976 

• 


• 


• 


• 


1.25 

1.25 

1.25 

1.25 

Preference Shares $1 par value convertible 1st Series 

1977 

52 

52 

52 

52 

52 

52 

52 

48 

1.25 

1.25 

1.25 

1.25 

1976 

40 

40 

40 

40 

42 

40 

• 


1.25 

1.25 

1.25 

1.25 

2nd Series 

1977 

52 

52 

52 

52 

52 

52 

55 

52 

1.25 

1.25 

1.25 

1.25 

1976 

40 

40 

40 

40 

• 


• 


1.25 

1.25 

1.25 

1.25 

3rd Series 

1977 

5% 

5 Vs 

5% 

5% 

5% 

5% 

5% 

4% 

.10 

.10 

.10 

.10 

1976 

5% 

4Va 

5's 

4% 

5% 

4% 

5% 

47s 

.10 

.10 

.10 

.10 

4th Series 

1977 

• 


• 


• 


15 

15 

.37% 

.37% 

.37% 

.37% 

1976 

• 


• 


• 


• 


.37% 

.37% 

.37% 

.37% 


• Not quoted in this quarter. 

Source: National Quotation Bureau. 


Analysis of Operations 

1977 net sales of $568.0 million were $49.5 million or 9.6% above 1976. All segments except the Construction, mining, material 
handling machinery and equipment segment produced sales increases. Fire protection products sales increased $15.5 million or 
11.4%, primarily as a result of sales of fire apparatus at increased prices and a product mix with a greater number of top line 
units than 1976. Sporting and athletic goods sales increased $9.8 million or 13.8% due to increased unit sales of baseballs, 
baseball gloves, athletic uniforms and tennis apparel and increased prices. Electrical and electronic sales were up $21.7 million 
or 30.3% due primarily to increased sales to the Navy Fleet Ballistic Missile program and sales of card operated access control 
systems (approximately $9.3 million) through a 1977 acquisition. Food products machinery sales were up $1.5 million or 
2.5% in spite of a 14 week strike at the major manufacturing location. Other products and services increased $2.5 million or 
2.8% due principally to increased sales of oxygen and emergency breathing systems and safety and first aid equipment. Sales 
of construction, mining, material handling machinery and equipment were $1.5 million or 1.6% below 1976 levels. Although 
conveyor sales increased sharply in 1977, the increase was offset by lower sales of motor graders, rollers and battery powered 
mining tractors. A strike and relocation and start-up delays at the new production facility materially reduced combined motor 
grader and roller sales in 1977. Sales of mining tractors were hindered by a seven week strike at our manufacturing facilities 
and strikes within the coal industry. 

Cost of sales increased $45.1 million or 11.1% over 1976 compared to a 9.6% increase in sales. These higher costs reflect 
increases in salary and wage payments and associated benefit expenses and payroll taxes, significant increases in insurance 
expenses, and increased costs of purchased supplies, utilities and services. In addition, costs and expenses incurred in 
relocation and start-up activities, and plant consolidation expenses are included in 1977 cost of sales of both the Construction, 
mining, material handling machinery and equipment segment and Other product and services segment. 

Selling, general and administrative expenses were $7.0 million or 9.0% above 1976 levels. These expenses were 14.9% of sales 
in 1977 and 15.0% of sales in 1976. Increases in these expenses are the result of increased selling commissions associated with 
higher sales volume, higher insurance costs, increases in salaries, higher fringe benefit costs and higher payroll tax expense. 

Interest expense increased $2.1 million or 20.9% in 1977. Additional long-term borrowings were made to finance land and 
building purchases. Short-term seasonal bank notes outstanding averaged $6,055,000 in 1977. There were no short-term 
seasonal bank notes outstanding in 1976. 

Interest income which is primarily earned through the Company’s finance subsidiary is up $.4 million or 38.8% over 1976. 

Other income increased $.5 million from gain on the sale of equipment which became surplus as a result of plant consolidations. 

Increases in segment operating profit in fire protection products (14.9%), sporting and athletic goods (29.5%), electrical and 
electronic (11.2%), and food products machinery (16.0%) are attributed principally to increased sales volume and improved 
selling prices. Reduced profits in the construction, mining, material handling machinery and equipment segment are attributed 
primarily to strikes, plant relocation expenses, and start-up costs. Other products and services income increased at a slower 
rate (.2%) than sales due to relocation and consolidation costs of two facilities within this segment. 

Federal income taxes in 1977 are provided at 41.5% of income before provision for taxes on income, compared to 43.2% in 
1976. The effective decrease of 1.7% is the result of higher investment tax credits in 1977 tax provisions. 

1977 net income of $11.5 million was $1.6 million under 1976, a decrease of 12.2%. 
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Corporate Officers 


James S. Anderson 

Vice president—industrial relations 

Leonard J. Barbee 

Senior vice president 

Harry E. Figgie, Jr. 

Chairman of the board and chief 
executive officer 

John M. Fitzpatrick 

Vice president—government 
relations 


Alfred V. Gangnes 

President 

William G. Gilmore 

Senior vice president 

Gary O. Haglund 

Vice president 

Luther A. Harthun 

Vice president, general counsel and 
secretary 


Eugene R. Hogg 

Group vice president 

Thomas F. O’Brien 

Group vice president 

Richard W. Patterson 

Vice president and treasurer 

Dr. Joseph Seton Smith 

Senior vice president 

James W. Tardiff 

Vice president and controller 


Board of Directors 


Ewing T. Boles 

Financial consultant 

Dale S. Coenen 

President, Coenen & Co. 
Incorporated, investments 

F. S. Cornell 

Retired, formerly president, Dow- 
Smith Corporation and executive 
vice president, A. 0. Smith 
Corporation 

Harry E. Figgie, Jr. 

Chairman of the board and chief 
executive officer, A-T-0 Inc. 


Alfred V. Gangnes 

President, A-T-0 Inc. 

Daniel J. Gorman 

President, The Federal Lime & 
Stone Company, ore and mineral 
mining 

John E. Roster 

Retired, formerly senior vice 
president, Interstate Engineering 
Corporation 

Russell W. McFall 

Chairman of the board, Western 
Union Corporation 

Harrison Nesbit, II 

Executive partner, Godine, Nesbit 
& Co., an insurance brokerage firm 


Hans Ulrich Rinderknecht 

Principal, Rinderknecht & Co., 

AG., law offices, Zurich, 

Switzerland 

Raymond E. Rossman 

President, Midwest Bancorporation 
of Ohio Inc., a bank holding 
company 

Harold B. Scott 

President and chief executive 
officer, U.S.-U.S.S.R. Trade and 
Economic Council, Inc. 

John S. R. Shad 

Vice chairman, E. F. Hutton & 
Company Inc., a securities firm 


George R. Herzog 

George R. Herzog, the man most 
singularly responsible for the 
financial foundation of A-T-0 Inc., 
passed away in his sleep on August 
22, 1977. He was 76. 

As an astute banker with a pen¬ 
chant for investing in people 
rather than assets, he was instru¬ 
mental in the financial planning 
for the corporation from its incep¬ 
tion. He was named to the board 
of directors in 1965 and continued 
to play a key role in the success 
and growth of the young company 
as it developed into a major inter¬ 
national corporation. 

In his additional capacity as a 
trustee of the pension plans, Mr. 
Herzog provided investment wis¬ 
dom and guidance which resulted 
in substantial improvements of 
great and lasting benefit to A-T-0 
employees throughout the world. 


When he resigned from the board 
in 1976 because of ill health, his 
fellow directors paid tribute to his 
meritorious performance by 
appointing him to the position of 
director emeritus. 

Mr. Herzog had previously capped 
a distinguished 50-year career in 
banking with his retirement from 
Union Commerce Bank of Cleve¬ 
land, where he was chairman and 
chief executive from 1959 to 1965. 
His unique talents in the field of 
finance were widely recognized and 
much in demand, as reflected by 
his appointment to the boards of 
23 companies. Of these, he served 
as chairman of three, president of 
one, and also was chief financial 
officer of a major railroad. 

George was a good and close per¬ 
sonal friend of many members of 
the corporation and he was a bene¬ 
factor to all of us. We miss him 
and always will. 
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World Series Highlights 


Memories are made of this. 



In one of the most remarkable performances in major-league 
baseball history, Yankee slugger Reggie Jackson blasted four 
consecutive home runs off hapless Los Angeles pitchers, three of 
them in the deciding game of the 1977 World Series. 




Not since Babe Ruth did it against St. Louis on October 9,1928 
had anyone slugged three homers in one World Series game. 

Not even the great Bambino ever hammered out five in the same 
Series and no one ever before came close to matching Reggie’s 
record-breaking feat of four back-to-back roundtrippers in the 
post-season classic. 

With his flame-treated, 35-ounce, white-ash Adirondack “Big 
Stick” bat, the undisputed King of Swing tied or broke eight 
World Series batting records and by himself wrote a complete 
new chapter in the history of the famed Bronx Bombers. 

In addition to his prodigious home-run production, he had the 
most total bases in a Series (25) and tied the record for most 
in a game (12). He also scored the most runs (10) and equalled 
the most in a single game (4). 

Jackson’s pyrotechnics were the most devastating individual 
show of power ever, prompting one Los Angeles sports writer to 
suggest that hereafter his homers be measured on the Richter 
scale instead of with the traditional tape measure. 

All told, it was a truly magnificent performance that will be 
remembered and recounted as long as major-league baseball is 
played. 

Adirondack “Big Stick” bats like the one used by Jackson are 
the pick of leading pros in both major leagues. Nine Yankees 
and seven Dodgers took them to the plate in the ’77 Series. You 
can tell who is using one by the distinctive color band trade¬ 
mark on the handle of the bat. 

Defensively as well as offensively, Rawlings this year continued 
its dominance of the World Series. Without fail, every World 
Series provides some single spectacular defensive play that 
stands out above the rest. Year after year, the stars who make 
the super plays wear Rawlings gloves. 


With an Adirondack “Big Stick” bat , Yankee slugger Reggie 
Jackson blasted his way into the record books. (opposite page) 


Johnny Bench 


1974 
Dick Green 


1973 
Gene Tenace 


1972 
Joe Rudi 


1971 
Steve Blass 
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Baseball photographs: Sports Illustrated © Time Inc. 
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1970 ► 

Brooks Robinson 
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